AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

§682.303

(4) In the case of a loan for which the
special allowance payment is cal-
culated under paragraph (f)(2) of this
section and that is sold by the eligible
not-for-profit holder holding the loan
to an entity that is not an eligible not-
for-profit holder, the special allowance
payment for such loan shall, beginning
on the date of the sale, no longer be
calculated under paragraph (f)(2) and
shall be calculated under paragraph
(£)(1) of this section instead.

(g) For purposes of this section—

(1) A tax-exempt obligation is an ob-
ligation the income of which is exempt
from taxation under the Internal Rev-
enue Code of 1986 (26 U.S.C.);

(2) The date on which an obligation is
considered to be ‘‘originally issued’ is
determined under §682.302(f)(2)(i) or (ii),
as applicable.

(i) An obligation issued to obtain
funds to make loans, or to purchase a
legal or equitable interest in loans, in-
cluding by pledge as collateral for that
obligation, is considered to be origi-
nally issued on the date issued.

(ii) A tax-exempt obligation that re-
funds, or is one of a series of tax-ex-
empt refundings with respect to a tax-
exempt obligation described in
§682.302(f)(2)(i), is considered to be
originally issued on the date on which
the obligation described in
§682.302(f)(2)(i) was issued.

(3) A loan is refinanced when an Au-
thority that has pledged the loan as
collateral for an obligation of that Au-
thority retains an interest in the loan,
but causes the loan to be released from
the lien of that obligation and pledged
as collateral for a different obligation
of that Authority.

(4) References to an Authority in-
clude a successor entity that may not
qualify as an Authority under
§682.200(b).

(h) Calculation of special allowance
payments for loans subject to the
Servicemembers Civil Relief Act (50 U.S.C.
527, App. sec. 207). For FFEL Program
loans first disbursed on or after July 1,
2008 that are subject to the interest
rate limit under the Servicemembers
Civil Relief Act, special allowance is
calculated in accordance with para-
graphs (c) and (f) of this section, except
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the applicable interest rate for this
purpose shall be 6 percent.

[67 FR 60323, Dec. 18, 1992, as amended at 59
FR 25746, May 17, 1994; 59 FR 33353, June 28,
1994; 59 FR 61428, Nov. 30, 1994; 64 FR 18978,
Apr. 16, 1999; 64 FR 58626, Oct. 29, 1999; 66 FR
34763, June 29, 2001; 68 FR 75429, Dec. 31, 2003;
71 FR 45703, Aug. 9, 2006; 71 FR 64398, Nov. 1,
2006; 72 FR 62002, Nov. 1, 2007; 73 FR 63252,
Oct. 23, 2008; 74 FR 55996, Oct. 29, 2009]

§682.303 [Reserved]

§682.304 Methods for computing inter-
est benefits and special allowance.

(a) General. The Secretary pays a
lender interest benefits and special al-
lowance on eligible loans on a quar-
terly basis. These calendar quarters
end on March 31, June 30, September
30, and December 31 of each year. A
lender may use either the average daily
balance method or the actual accrual
method to determine the amount of in-
terest benefits payable on a lender’s
loans. A lender shall use the average
daily balance method to determine the
balance on which the Secretary com-
putes the amount of special allowance
payable on its loans.

(b) Average daily balance method for
interest benefits. (1) Under this method,
the lender adds the unpaid principal
balance outstanding on all loans quali-
fying for interest benefits at each ac-
tual interest rate for each day of the
quarter, divides the sum by the number
of days in the quarter, and rounds the
result to the nearest whole dollar. The
resulting figure is the average daily
balance for qualified loans outstanding
at each actual interest rate.

(2) The Secretary computes the inter-
est benefits due on all qualified loans
at each actual interest rate by multi-
plying the average daily balance there-
of by the actual interest rate, multi-
plying this result by the number of
days in the quarter, and then dividing
this result by the actual number of
days in the year.

(c) Actual accrual method for interest
benefits. (1) Under this method, the
lender computes the total unpaid prin-
cipal balance outstanding on all quali-
fied loans at each actual interest rate
on each day of the quarter, multiplies
this result by the actual interest rate,
and divides this result by the actual
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number of days in the year, or, alter-
natively, 365.26 days. A lender who
chooses to divide by 365.25 days must
do so for four consecutive years.

(2) The interest benefits due for a
quarter equal the sum of the daily in-
terest benefits due, computed under
paragraph (c)(1) of this section, for
each day of the quarter.

(d) Average daily balance method for
special allowance. (1) To compute the
average daily balance outstanding for
purposes of special allowance, the lend-
er adds the unpaid principal balance
outstanding on all qualified loans at
each applicable interest rate for each
day of the quarter, divides this sum by
the number of days in the quarter, and
rounds the result to the nearest whole
dollar. The resulting figure is the aver-
age daily balance for the quarter for
qualifying loans at each applicable in-
terest rate.

(2) To compute the average daily bal-
ance of unpaid accrued interest for pur-
poses of special allowance on loans cov-
ered by §682.215(b)(7), the lender adds
the unpaid accrued interest on such
loans for each eligible day of the quar-
ter, divides this sum by the number of
days in the quarter, and rounds the re-
sult to the nearest whole dollar. The
resulting figure is the average daily
balance for the quarter for qualifying
loans at the applicable interest rate.

(3) The Secretary computes the spe-
cial allowance payable to a lender
based upon the average daily balance
computed by the lender under para-
graphs (d)(1) and (2) of this section.

(Authority: 20 U.S.C. 1082, 1087-1)

[67 FR 60323, Dec. 18, 1992, as amended at 73
FR 63254, Oct. 23, 2008]

§682.305 Procedures for payment of
interest benefits and special allow-
ance and collection of origination
and loan fees.

(a) General. (1) If a lender owes origi-
nation fees or loan fees under para-
graph (a) of this section, it must sub-
mit quarterly reports to the Secretary
on a form provided or prescribed by the
Secretary, even if the lender is not
owed, or does not wish to receive, in-
terest benefits or special allowance
from the Secretary.

(2) The lender shall report, on the
quarterly report required by paragraph

§682.305

(a)(1) of this section, the amount of
origination fees it was authorized to
collect and the amount of those fees re-
funded to borrowers during the quarter
covered by the report.

(3)(1)(A) The Secretary reduces the
amount of interest benefits and special
allowance payable to the lender by—

(I) The amount of origination fees
the lender was authorized to collect
during the quarter under §682.202(c),
whether or not the lender actually col-
lected that amount; and

(2) The amount of lender fees payable
under paragraph (a)(3)(ii) of this sec-
tion; and

(3) The amount of excess interest, as
calculated in accordance with para-
graph (d) of this section.

(B) The Secretary increases the
amount of interest benefits and special
allowance payable to the lender by the
amount of origination fees refunded to
borrowers during the quarter under
§682.202(c).

(ii)(A) For any FFEL loan made on or
after October 1, 1993, a lender shall pay
the Secretary a loan fee equal to 0.50%
of the principal amount of the loan.

(B) For any FFEL loan made on or
after October 1, 2007, a lender shall pay
the Secretary a loan fee equal to 1.0
percent of the principal amount of the
loan.

(iii) The Secretary collects from an
originating lender the amount of origi-
nation fees the originating lender was
authorized to collect from borrowers
during the quarter whether or not the
originating lender actually collected
those fees. The Secretary also collects
the fees the originating lender is re-
quired to pay under paragraph (a)(3)(ii)
of this section. Generally, the Sec-
retary collects the fees from the origi-
nating lender by offsetting the amount
of interest benefits and special allow-
ance payable to the originating lender
in a quarter, and, if necessary, the
amount of interest benefits and special
allowance payable in subsequent quar-
ters may be offset until the total
amount of fees has been recovered.

(iv) If the full amount of the fees can-
not be collected within two quarters by
reducing interest and special allowance
payable to the originating lender, the
Secretary may collect the unpaid
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